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1,000 (shares sold) ÷ 8,000 (shares owned) ×
$400,000 (value of shares owned, as in-
cluded in gross estate)

Taken together the two sales represented a
sale of 50 percent (350,000/700,000) of the inter-
est in the closely held business. Therefore, as
of February 1, 1959 (the date of the sale of
1,000 shares of E Corporation), 50 percent or
more in value of the interest in the closely
held business is considered as distributed,
sold, exchanged, or otherwise disposed of.

Example (2). The decedent died on Sep-
tember 1, 1958. The interest owned by him in
a closely held business consisted of 100
shares of the M Corporation. On February 1,
1959, in a section 303 redemption, 20 shares
were redeemed for cash and an amount
equivalent to the proceeds was paid on the
Federal estate tax before the date of the next
installment. On July 1, 1959, the executor
sold 40 of the remaining shares of the stock.
The section 303 redemption is not considered
to be a distribution, sale, exchange, or other
disposition of the portion of the interest rep-
resented by the 20 shares redeemed. As a re-
sult of the section 303 redemption the re-
maining 80 shares represent the decedent’s
entire interest in the closely held business
for purposes of determining whether in the
aggregate 50 percent or more of the interest
in the closely held business has been distrib-
uted, sold, exchanged, or otherwise disposed
of. The sale on July 1, 1959, of the 40 shares
represents a sale of 50 percent of the interest
in the closely held business.

Example (3). The facts are the same as in
example (2) except that the 40 shares were
sold on December 1, 1958 (before the section
303 redemption was made) instead of on July
1, 1959 (after the section 303 redemption was
made). The sale of the 40 shares in December
represents, as of that date, a sale of 40 per-
cent of the interest in the closely held busi-
ness. However, the section 303 redemption of
20 shares does not count as a distribution,
sale, exchange, or other disposition of the in-
terest, but it does reduce the interest to 80
shares (100 shares less 20 shares redeemed)
for purposes of determining whether other
distributions, sales, exchanges, and disposi-
tions in the aggregate equal or exceed 50 per-
cent of the interest in the closely held busi-
ness. Since the reduction of the interest to 80
shares relates back to the time of the dece-
dent’s death, or the alternate valuation date
if an election is made under section 2032, the
sale of the 40 shares, as recomputed rep-
resents a sale of 50 percent of the interest.
However, since the sale of the 40 shares did
not represent a sale of 50 percent of the in-
terest until the section 303 distribution was
made, February 1, 1959 (the date of the sec-
tion 303 distribution) is considered the date
on which 50 percent of the interest was dis-
tributed, sold, exchanged, or otherwise dis-
posed of.

(f) Information to be furnished by ex-
ecutor. (1) If the executor acquires
knowledge of the happening of any
transaction described in paragraph (d)
or (e) of this section which, in his opin-
ion, standing alone or when taken to-
gether with other transactions of
which he has knowledge, would result
in—

(i) Aggregate withdrawals of money
or other property from the trade or
business equal to or exceeding 50 per-
cent of the value of the entire trade or
business, or

(ii) Aggregate distributions, sales, ex-
changes, and other dispositions equal
to or exceeding 50 percent of the inter-
est in the closely held business which
was included in the gross estate, the
executor shall so notify the district di-
rector, in writing, within 30 days of ac-
quiring such knowledge.

(2) On the date fixed for payment of
each installment of tax (determined
without regard to any extension of
time for the payment thereof), other
than the final installment, the execu-
tor shall furnish the district director,
in writing, with either—

(i) A complete disclosure of all trans-
actions described in paragraphs (d) and
(e) of this section of which he has
knowledge and which have not pre-
viously been made known by him to
the district director, or

(ii) A statement that to the best
knowledge of the executor all trans-
actions described in paragraphs (d) and
(e) of this section which have occurred
have not produced a result described in
subparagraph (1) (i) or (ii) of this para-
graph.

(3) The district director may require
the submission of such additional in-
formation as is deemed necessary to es-
tablish the estate’s right to continue
payment of the tax in installments.

[T.D. 6522, 25 FR 13888, Dec. 29, 1960. Redesig-
nated by T.D. 7710, 45 FR 50745, July 31, 1980]

§ 20.6166A–4 Special rules applicable
where due date of return was be-
fore September 3, 1958.

(a) In general. Section 206(f) of the
Small Business Tax Revision Act of
1958 (72 Stat. 1685) provides that section
6166(i) of the Code shall apply in cases
where the decedent died after August
16, 1954, but only if the date for filing
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the estate tax return (including exten-
sions thereof) expired before September
3, 1958. Therefore, the privilege of pay-
ing the estate tax in installments as
described in §§ 20.6166–1 through 20.6166–
3 is available also in cases where the
due date of the return is before Sep-
tember 3, 1958, but under somewhat dif-
ferent circumstances. These differences
are explained in paragraphs (b) through
(e) of this section. Therefore except as
otherwise provided in paragraphs (b)
through (e) of this section, the regula-
tions contained in §§ 20.6166–1 through
20.6166–3 apply also in cases where the
due date of the return is before Sep-
tember 3, 1958. See § 20–6075–1 for the
due date of the return. The value of the
gross estate as determined for purposes
of a deficiency in tax assessed after
September 2, 1958, and the value at
which the interest in the closely held
business, to which the election applies,
is included in such value of the gross
estate are used in ascertaining whether
an estate coming within the purview of
section 6166(i) and this section satisfies
the percentage requirements as to
qualification set forth in section
6166(a).

(b) Tax to which election applies. In a
case where the due date of the return
was before September 3, 1958, an elec-
tion to pay estate tax in installments
does not apply to the tax shown on the
return nor to a deficiency in tax as-
sessed before that date. It does apply to
a deficiency in tax assessed after Sep-
tember 2, 1958, unless the deficiency is
due to negligence, to intentional dis-
regard of rules and regulations, or to
fraud with intent to evade tax. The
amount of the deficiency which may be
paid in installments shall not exceed
that proportion of the total tax (in-
cluding the deficiency) which is deter-
mined by applying thereto the ratio set
forth in paragraph (b) of § 20.6166–1. See
paragraph (c) of this section for the
method of prorating the deficiency to
the installments.

(c) Proration of deficiency to install-
ments. The deficiency in tax which may
be paid in installments is prorated to
the installments which would have
been due if the provisions of section
6166(a) had applied to the tax shown on
the return and if an election had been
timely made at the time the estate tax

return was filed. The part of the defi-
ciency so prorated to any installment
the date for payment of which would
have arrived before the election is
made shall be paid at the time the elec-
tion is made. The portion of the defi-
ciency so prorated to installments the
date for payment of which would not
have arrived before the election is
made shall be paid at the time such in-
stallments would have been due if such
an election had been made.

(d) Notice of election. The notice of
election to pay the deficiency in in-
stallments shall be filed with the dis-
trict director not later than 60 days
after issuance of notice and demand by
the district director for payment of the
deficiency. The number of installments
in which the executor elects to pay the
deficiency includes those installments
the dates for payment of which would
have arrived within the meaning of
paragraph (c) of this section. See para-
graph (e)(2) of § 20.6166–1 for further in-
formation relative to the notice of
election.

(e) Undistributed income of estate. In
any case where the due date of the es-
tate tax return was before September 3,
1958, the provisions of paragraph (b) of
§ 20.6166–3 (providing for acceleration of
payment of estate tax by amount of es-
tate’s undistributed net income for any
taxable year after its fourth taxable
year) shall not apply with respect to
the estate’s undistributed net income
for any taxable year ending before Jan-
uary 1, 1960.

[T.D. 6522, 25 FR 13891, Dec. 29, 1960. Redesig-
nated by T.D. 7710, 45 FR 50745, July 31, 1980]

§ 20.6302–1 Voluntary payments of es-
tate taxes by electronic funds trans-
fer.

Any person may voluntarily remit by
electronic funds transfer any payment
of tax to which this part 20 applies.
Such payment must be made in accord-
ance with procedures prescribed by the
Commissioner.

[T.D. 8828, 64 FR 37676, July 13, 1999]

§ 20.6314–1 Duplicate receipts for pay-
ment of estate taxes.

The internal revenue officer with
whom the estate tax return is filed
will, upon request, give to the person
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